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The  Farmer  Cooperative  Service  con- 
ducts research  studies  and  service  activ- 
ities of  assistance  to  farmers  in  connection 
with  cooperatives  engaged  in  marketing 
farm  products,  purchasing  farm  supplies, 
and  supplying  business  services.  The 
work  of  the  Service  relates  to  problems 
of  management,  organization,  policies, 
financing,  merchandising,  product  quality, 
costs,  efficiency,  and  membership. 

The  Service  publishes  the  results  of 
the  studies;  confers  and  advises  with  offi- 
cials of  farmer  cooperatives;  and  works 
with  educational  agencies,  cooperatives, 
and  others  in  the  dissemination  of  infor- 
mation relating  to  cooperative  principles 
and  practices. 


Joseph  G.  Knapp,  Administrator 

Farmer  Cooperative  Service 

U.  S.  Department  of  Agriculture 


Fruit  and  Vegetable 
Bargaining  Co-ops  . . . 

What  are  They? 

They  are  marketing  cooperatives 
formed  by  fruit  and  vegetable  growers. 
Through  these  associations  the  growers 
negotiate  as  a  group,  rather  than  as  indi- 
viduals, for  the  price  and  other  contract 
terms  involved  in  the  sale  of  their  crops 
to  processors. 

Bargaining  for  price  is  their  main  pur- 
pose, so  generally  these  associations  do 
not  physically  handle  or  process  their 
members*  crops. 


Why  are  Growers  Interested  in  Them? 

Better  prices  for  their  crops  is  only 
one  of  the  reasons  why  growers  are  in- 
creasingly interested  in  bargaining  cooper- 
atives. More  stable  prices,  improved 
conditions  of  sale,  better  products,  and 
more  efficient  marketing  are  some  of  the 


other  advantages  that  benefit  growers,  as 
well  as  processors  and  consumers. 

By  negotiating  as  a  group  through  an 
association,  rather  than  as  individuals, 
growers  see  bargaining  cooperatives  as  a 
way  to  maintain  or  improve  their  com- 
petitive position  in  a  constantly  changing 
market. 

Population  increases,  along  with  the 
development  of  mass  distribution  at  the 
retail  level,  led  to  expansion  and  merger 
in  the  food  processing  industry.  As  a 
result,  individual  growers  often  find  that 
their  bargaining  position  is  weakened. 
Processors  who  buy  their  crops  are  be- 
coming larger  and  fewer,  and  often  growers 
have  little  information  on  prices  and  other 
terms  contained  in  the  grower-processor 
contract. 

Grower  associations  can  develop  a 
comparable  bargaining  strength  where  they 
have  sufficient  tonnage  signed  up  and 
adequate  marketing  information.  Such 
cooperatives  also  enable  a  fruit  or  vege- 
table grower  to  overcome  the  marketing 
disadvantage  of  a  bulky  perishable  crop 
that  can^t  be  stored  or  shipped  long  dis- 
tances to  other  markets. 

Where  do  Bargaining  Co-ops 
Stand  Today? 

At  present  there  are  at  least  40  fruit 
and  vegetable  bargaining  cooperatives  -- 
24  organized  by  fruit  growers  and  16  by 
vegetable  growers.  The  two  pioneer  asso- 
ciations --  Utah  State  Canning  Crops 
Association,  Logan,  and  California  Can- 
ning Peach  Association,  San  Francisco  -- 
date  back  nearly  40  years. 

However,  it  was  about  the  time  of 
World  War  II  that  interest  in  the  bargain- 


ing  type  cooperative  began  to  develop  and 
grow  among  other  fruit  and  vegetable 
producers.  Over  half  the  associations 
were  organized  in  the  past  5  years.  At 
least  a  dozen  other  grower  groups  are 
considering  bargaining  cooperatives  to 
market  their  crops. 

Growth  of  Fruit  and  Vegetable  Bargaining  Co-ops 


Number  of  Associations 
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Nearly  20,000  growers  are  members 
of  the  25  associations  now  negotiating  — 
the  other  15  associations  have  not  as  yet 
begun  negotiating  with  processors. 

The  farm  value  of  crops  represented 
in  negotiations  by  these  associations  in 
1958  is  estimated  at  $90  million.  Bargain- 
ing cooperatives  represent  from  under  10 
to  over  90  percent  of  the  total  tonnage 
produced  in  the  various  areas  they  serve. 
Nearly  half  the  associations  represent 
between  25  and  50  percent  of  the  total 
tonnage  produced  in  their  area,  and  an- 
other fourth  represent  between  50  and  75 
percent  of  the  total. 

While    scattered  from  coast  to  coast, 
half  the  associations  are  on  the  west  coast. 
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About  one- fourth  are  in  the  North  Central 
States  in  the  general  area  of  the  Great 
Lakes.  Others  are  in  the  Middle  and  South 
Atlantic  States  and  one  is  in  Utah.  About 
three-fourths  of  the  associations  are  set 
up  in  the  major  producing  sections  within 
the  boundaries  of  one  State.  However, 
some  operate  in  areas  covering  as  many 
as  five  States. 

Most  groups  deal  in  only  one  product. 
Fruit  associations  have  been  organized  by 
growers  of  peaches,  pears,  cherries, 
apples,  figs,  olives,  grapes  and  berries. 
Vegetable  associations  negotiate  for  the 
sale  of  tomatoes,  peas,  sweet  corn, 
asparagus,  snap  beans,  cabbage,  and 
sweet  potatoes. 


How  are  They  Set-Upl 


The  marketing  function  bargaining 
cooperatives  perform  is  their  major  dis- 
tinguishing feature.  However,  their  organ- 
izational structure  is  similar  to  that  of 
most  other  cooperatives.  Growers  need 
to  organize  their  association  in  such  a 
manner  that  they  can  guide  and  control  it 
in  line  with  the  objectives  it  was  formed 
to  accomplish. 

This  is  done  by  incorporating  under 
the  Cooperative  Act  of  their  State,  and  by 
setting  up  bylaws  stating  the  objectives 
and  operating  framework  of  the  association. 

In  addition  to  bylaws,  they  nearly  al- 
ways have  membership  agreements.  These 
agreements,  or  contracts,  state  in  writing 
the  rights  and  duties  of  both  the  members 
and  the  association  relating  to  the  mem- 
bers* crops  marketed  through  the  associa- 
tion. The  agreements  are  generally  of 
the  agency  type  --  that  is,  the  association 
becomes  the  agent  for  the  grower  in  sell- 
ing his  crops  --  and  they  all  require  mem- 


bers  to  market  through  their  cooperative 
all  the  crops  they  produce  for  processing 
that  are  bargained  for  by  the  association. 


An  elected  board  of  directors,  oper- 
ating within  the  framework  of  the  bylaws, 
establishes  policies  and  procedures  needed 
to  carry  out  the  objectives  of  the  cooper- 
ative. Since  directors  play  an  important 
role  in  the  negotiating  functions,  the 
boards  are  relatively  large  --  most  having 
11  to  15  directors. 

A  manager,  employed  by  the  board, 
conducts  the  daily  affairs  of  the  associa- 
tion. However,  because  the  associations 
do  not  physically  handle  or  process  mem- 
bers^ crops,  the  number  of  employees  is 
generally  small.  Typically  there  is  a 
full-time  manager  plus  a  secretary  and  a 
fieldman,  either  or  both  of  whom  may  be 
part-time. 

Most  bargaining  cooperatives  are  of 
the  centralized  type  —  that  is,  growers 
hold  membership  directly  with  the  asso- 
ciation. Where  the  area  served  by  the 
association  is  large,  as  statewide  or 
several  States,  the  associations  are  divided 
into  districts. 

Some  associations,  however,  are  fed- 
erations. In  a  federated  organization, 
individual  growers  belong  to  a  local  asso- 
ciation and  the  locals  in  turn  form  the 
membership  of  the  federation.     Generally, 
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negotiations  are  conducted  by  the  main 
organization  rather  than  by  either  the 
locals  or  districts. 

A  common  requirement  for  member- 
ship is  that  members  be  bona  fide  agri- 
cultural producers.  Many  associations 
thus  permit  membership  of  firms,  part- 
nerships, corporations,  and  associations 
engaged  in  agricultural  production.  About 
two- thirds  of  the  associations  vote  on  the 
basis  of  one- member,  one- vote,  while  the 
rest  vote  on  the  basis  of  tonnage  sold 
through  the  association. 

As  with  all  farmer  cooperatives,  the 
basic  source  of  capital  is  the  grower- 
members.  Practically  all  existing  asso- 
ciations are  organized  on  a  non- stock 
basis.  Since  bargaining  associations  do 
not  physically  handle  the  growers'  prod- 
ucts, little  capital  is  needed  for  facilities 
or  equipment.  However,  growers  must 
provide  the  capital  needed  for  operating 
expenses. 

In  general,  operating  expenses  are 
obtained  by  deductions  or  retains  made 
from  proceeds  received  by  members  for 
their  crops.  As  an  aid  in  collecting  such 
funds,  processors  are  authorized  to  make 
deductions  from  each  grower- member's 
payment  check.  The  accumulated  deduc- 
tions are  then  forwarded  to  the  associa- 
tion. 

Several  associations  also  obtain  funds 
through  a  service  charge.  Essentially 
this  is  a  charge  paid  by  the  processor  for 
those  services  performed  by  the  associa- 
tion in  soliciting  tonnage  and  providing 
certain  field  services  for  the  processor. 

All  associations  operate  on  a  cost 
basis  regardless  of  method  used  in  obtain- 
ing funds.  Any  funds  in  excess  of  expenses 
belong  to  the  members  in  proportion  to 
their  patronage  in  the  association. 
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How  do  They  Operate? 


The  basic  service  performed  for  mem- 
bers by  fruit  and  vegetable  bargaining 
cooperatives  is  negotiation  of  the  contract 
price  and  other  terms  involved  in  selling 
members'  crops  to  processors.  Before 
negotiations  can  actually  take  place  on  the 
various  contract  provisions,  however,  it 
is  first  necessary  for  the  association  to 
be  recognized  by  the  processor  as  the 
sole  bargaining  agent  (or  exclusive  sales 
agent)  of  the  members. 


Recognition  generally  involves  a  test- 
ing of  the  basic  question  of  whether  or  not 
the  association  has  sufficient  tonnage 
signed  up  to  be  able  to  bargain  effectively 
with  the  processor.  If  the  processor  cannot 
obtain  enough  raw  products  from  non- 
members  or  from  its  own  production, 
recognition  is  usually  forthcoming.  On 
the  other  hand,  if  the  tonnage  signed  up  is 
not  sufficient,  or  if  the  association  is  not 
stable  enough  to  maintain  its  membership, 
recognition  often  is  not  achieved. 

Preparations  by  the  bargaining  asso- 
ciations for  their  negotiations  involve 
various  meetings  of  members,  directors, 
and  bargaining  committees  before  planting 
time  for  the  vegetable  associations  or 
harvest  time  for  the  fruit  associations. 
Basic  to  these  meetings  --  and  to  the 
results  of  the  negotiations  --  are  the  eco- 


nomic   and  the  marketing  information  the 
associations  have  available. 

As  their  representatives  in  the  nego- 
tiating sessions,  the  vegetable  associa- 
tions generally  have  several  bargaining 
committees,  each  committee  assigned  to 
negotiate  with  a  separate  processor.  The 
fruit  associations^  negotiations  with  each 
processor  are  conducted  by  the  individual 
association's  board,  or  a  committee  of 
the  board  plus  the  manager. 

With  vegetable  associations,  negotia- 
tions revolve  around  terms  contained  in 
the  contracts  used  by  processors  in  buying 
raw  products  from  growers.  Between  the 
negotiating  sessions  with  the  processor, 
the  association's  committee  usually  discuss 
proposals  and  counter-proposals  at  meet- 
ings of  the  board  and  sometimes  at  meet- 
ings of  members. 

When  the  association  and  the  processor 
reach  agreement  on  the  contract's  terms, 
the  association  then  ''approves"  each  of 
the  processor's  contracts  by  placing  the 
stamp  of  the  association  and  the  signature 
of  the  president  on  each  contract.  Mem- 
bers, who  are  bound  by  the  membership 
agreement  not  to  sign  any  but  "approved'' 
contracts,  then  individually  sign  these 
processor  contracts. 

The  fruit  associations,  in  performing 
their  function  as  exclusive  sales  agents 
for  the  members,  generally  use  contracts 
of  sale  signed  by  each  association  for  its 
members,  and  each  processor. 

A  contract  with  unique  features  is  used 
by  some  of  the  west  coast  associations. 
The  contract  is  unique  in  that  it  is  an 
enforceable  contract  for  the  sale  of  fruit 
in  advance  of  the  harvest,  although  no 
price  is  specified  in  it.  Instead  of  a 
specific  price,  the  contract  states  that  the 
buyer  must  pay  a  "reasonable  price. " 
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other  provisions  in  the  contract  state 
the  methods  for  determining  the  reason- 
able price.  Before  the  harvest  season, 
the  contract  requires  each  association  to 
announce  an  "opening  price"  it  believes 
"reasonable.  "  This  opening  price  is  based 
on  the  association's  analyses  of  economic 
and  marketing  data,  plus  a  series  of  indi- 
vidual meetings,  or  consultations,  with 
each  processor  to  obtain  the  feeling  of  the 
industry. 

If  the  price  is  accepted  by  a  certain 
number  of  processors,  then  the  announced 
price  becomes  the  "reasonable"  price  and 
is  binding  on  all  processors  who  have 
previously  signed  contracts  with  the  asso- 
ciation. 

If  the  price  is  not  accepted  by  the  re- 
quired number  of  processors,  the  asso- 
ciation can  then  make  another  price  offer, 
the  same  as  or  different  from  the  first. 
While  the  situation  has  never  arisen,  in 
the  event  the  second  price  is  rejected,  the 
"reasonable  price"  would  be  determined 
by  a  court  of  law. 


Some  Legal  Aspects 


A  bargaining  cooperative  organized  in 
compliance  with  the  Capper- Volstead  Act 
can  attain  a  strong  position  in  a  particular 
area  or  product  so  long  as  it  achieves  this 
position  by  voluntary  attraction  of  mem- 
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bership  and  voluntary  growth.    It  may  use 
this  position  to  enhance  price. 

However,  a  Capper- Volstead  coopera- 
tive cannot  '' unduly  enhance"  price,  and 
cannot  operate  with  complete  immunity 
from  the  restraints  of  the  Sherman  Anti- 
trust Act  or  the  prohibitions  of  the  laws 
administered  by  the  Federal  Trade  Com- 
mission. In  addition  to  legal  restrictions, 
various  economic  forces  also  provide 
practical  considerations  in  limiting  price 
increases.  For  example,  it  is  particularly 
important  to  consider  competition  from 
other  production  areas  and  from  similar 
food  products. 


Some  Factors  Related  to  Success 

Experiences  of  active  associations  in- 
dicate that  growers  should  examine  the 
following  points  in  considering  a  bargain- 
ing cooperative: 

1.  Economic  Need.  There  must  be 
an  economic  need  for  a  bargaining  cooper- 
ative. If  there  is  no  economic  need,  or 
if  another  type  of  marketing  organization 
would  serve  growers  better,  an  unsuccess- 
ful attempt  to  use  a  bargaining  association 
may  actually  weaken  growers'  current 
position. 

2.  Tonnage.  The  basic  source  of 
strength  in  a  bargaining  cooperative  is 
the  combined  tonnage  of  its  member- 
growers.     Unless  it  has  a  sufficient  pro- 
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portion  of  tonnage  signed  up  to  be  able  to 
bargain  effectively  with  the  processor,  an 
association  cannot  effectively  negotiate 
price  and  other  contract  terms  for  its 
members. 

3.  Information.  Collection  and  anal- 
ysis of  essential  marketing  and  economic 
data  is  basic  to  realistic  price  negotiation 
and  to  the  long-run  success  of  bargaining 
associations.  With  incomplete  or  in- 
accurate data,  the  association  cannot  fully 
develop  the  bargaining  strength  that  lies  in 
the  joint  sale  of  its  members^  combined 
tonnage. 

4.  Management.  For  effective  opera- 
tion, a  bargaining  association  requires 
a  manager  with  a  high  degree  of  special- 
ized skills  and  talents.  Because  of  the 
important  part  directors  play  in  the  nego- 
tiating process,  they,  too,  need  to  be  not 
only  good  businessmen  but  also  men  who 
can  develop  and  hold  the  confidence  of 
both  the  members  and  the  processors. 


5.  Membership  Relations.  Effective 
negotiations  require  the  support  of  an 
informed  membership.  Without  a  two-way 
flow  of  information  between  members  and 
management,  the  strength  of  the  asso- 
ciation —  which  depends  on  the  combined 
actions  of  the  membership  —  may  dis- 
integrate at  a  crucial  point  in  the  negotia- 
tions. 

6.  Approach.  Reasonable  demands, 
cooperation  with  the  industry  on  joint 
problems,  negotiations  in  good  faith,  and 
other  actions  based  on  an  industrywide 
approach  all  contribute  to  the  long-run 
success  of  a  bargaining  cooperative. 
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for  Additional  Information 

Growers  interested  in  learning  more 
about  fruit  and  vegetable  bargaining  coop- 
eratives can  contact  their  county  agent, 
State  farm  bureau,  their  State  department 
of  agriculture,  State  agricultural  college, 
and  other  bargaining  cooperatives. 

The  following  publications  are  avail- 
able from  Farmer  Cooperative  Service, 
U.  S.  Department  of  Agriculture,  Wash- 
ington 25,  D.  C. : 

Fruit  and  Vegetable  Bargaining  Coop- 
eratives (FCS  Circular  25) 

Bargaining  by  Fruit  and  Vegetable 
Associations  with  Processors  (FCS  Service 
Report  3) 

Proceedings  of  the  National  Confer- 
ences on  Fruit  and  Vegetable  Bargaining 
Cooperatives. 
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